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IN THE SPECIFICATION 
Please change the Background of the Invention on pages 2 through 7 to read as 
shown below. 
Change to: 




This invention relates to a method of and system for d e v el op i ng identifving lifrtK^ 
cont i nuous l y op e rat i ng an automat e d, on -li n e measuring the value and risk associated ' 
with tangible elements of value, intangible elements of value and/or external factors and 
using said measurements to optimize financial performance and risk transfe r syst e m . 

Managing a bus i n e ss i n a mann e r that cr e at e s l ong t e rm va l u e i6 a comp le x and t i m e- 
consum i ng und e rtak i ng. Th i s task i s comp li cat e d by th e fact that trad i t i ona l f i nanc i a l 
s y s t e m s do not prov i d e s uff i c ie nt informat i on for manag e rs i n th e Knowl e dg e Economy 
to mak e th e prop e r d e c i s i ons. Many hav e not e d that trad i t i ona l account i ng syst e ms ar e 
dr i v i ng mod e rn manag e rs to mak e th e wrong d e c i s i ons and th e wrong i nv e stm e nt s . 
Account i ng syst e ms ar e "wrong" for s e v e ra l r e a s ons. On e of th e most obv i ous r e asons 
- th e y track tang i b le ass e ts wh i l e ignor i ng i ntang i b le ass e ts. I ntang i b le a s s e ts such a 6 
th e skills of th e e mp l oy ee s, int elle ctua l prop e rty, bus i n e ss i nfrastructur e , databa ses , 
manag e m e nt proc e s se s, r el at i onsh i p s w i th custom e rs and r el at i on s h i ps w i th supp lie rs 
ar e not m e asur e d w i th curr e nt account i ng 6 y 6 t e m 6 . Th i s ov e r si ght i6 cr i t i ca l b e caus e i n 
th e pr e s e nt e conomy th e succ e ss of an e nt e rpr ise i6 d e t e rm i n e d mor e by i ts ab ili ty to 
us e its i ntang i b le ass e ts than by i ts ab ili ty to amass and contro l th e phys i ca l on e s that 
ar e track e d by trad i tiona l account i ng syst e ms. — Th e abs e nc e of i ntang i b le a 66e t 
i nformat i on is part i cular l y notab le i n h i gh t e chno l ogy compan ie s that ar e h i gh l y valu e d 
for th ei r intang i b le ass e ts and th ei r opt i on s to e nt e r n e w mark e t s . 

Ev e n wh e n i ntang i b le ass e ts hav e b ee n consid e r e d i n ri s k ana l ys i s, th e li m i tat i on s i n 
th e e x i st i ng m e thodo l ogy hav e s e v e r el y r e str i ct e d th e ut ili ty of th e i nformation that has 
b ee n produc e d. A ll known pr i or e fforts to va l u e i nd i v i dua l i ntangib le ass e ts hav e b ee n 
r es tr i ct e d to i nd e p e nd e nt va l uat i ons of d i ff e r e nt typ e s of ass e ts w i th only li m i t e d 
att e mpts to m e asur e th e actua l i mpact of th e a 6 6 e t on th e e nt e rpr i s e that owns i t. Som e 
of th e i ntang i bl e ass e ts that hav e b ee n va l u e d s e parat el y i n th i s fash i on ar e : brand 
nam es , cu s tom e rs and i nt el l e ctua l prop e rty. — Prob le m s assoc i at e d with th e known 
m e thods for valu i ng i nd i v i dua l i ntang i b le ass e ts i nc l ud e : 

1. I nt e ract i on b e tw ee n i ntang i b le ass e ts i s i gnor e d. For e xampl e , th e va l u e of a 
brand nam e i s i n part a funct i on of th e custom e rs that us e th e product — the 
mor e pr e st i g i ous th e cu s tom e rs, th e s trong e r th e brand nam e . — I n a s i mi l ar 
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fashion th e strong e r th e brand nam e , th e mor e li k el y i t w ill b e that custom e rs 
w ill stay a l ong t i m e . Va l u i ng ei th e r of th e s e ass e ts i n i so l at i on w ill not prov i d e 
a m e an i ngfu l va l uat i on; and; 

2. Th e valu e of an i ntang i b le a s s e t is a funct i on of th e b e n e f i t that i t provid e s 
th e e nt e rpr i s e . Th e r e for e , m e asur i ng th e va l u e of an i ntang i b le a66e t r e qu i r e s 
a m e thod for m e asur i ng th e actua l i mpact of th e as se t on th e e nt e rpri se - 
s om e th i ng that is m i ss i ng from a ll known e x i st i ng m e thods. 
Anoth e r asp e ct of th e i ncr e a si ng i mportanc e of " i ntang i b le " a 66e t 6 is th e fact that th e 
pr i mary r i sks fac e d by most compan ie s hav e now shift e d from hard ass e t damag e (fir e , 
flood, e tc.) to soft ass e t i mpa i rm e nt or l oss. A r e c e nt 6 tudy found that b e tw ee n Jun e 
1993 and May 1 9 98, t e n p e rc e nt of th e Fortun e 1000 l o 6 t mor e than on e quart e r (25%) 
of th e ir tota l shar e ho l d e r va l u e i n on e month. A l most two th i rds of th e s e " l arg e l oss e s" 
w e r e caus e d by prob le ms r el at e d to i ntang i b le ass e ts. 

Th e d e fic ie nc ie s of trad i t i ona l account i ng r e ports e xac e rbat e th e d i ff i cu l ty compan ie s 
fac e wh e n r e port i ng prob le ms w i th i ntang i b le a 66e t 6 b e caus e : 

1. Th e ab se nc e of r e gu l ar r e port i ng m e an 6 that a ll prob le m s w i th i ntang i b le as se t s 
com e "out of th e b l u e "; and 

2. Th e abs e nc e or r e gu l ar r e port i ng mak e s i t d i ff i cu l t to monitor company e ffort s to 
corr e ct th e prob le ms. 

G i v e n th e abs e nc e of r e port i ng on many of the i ntangib le ass e ts dr i v i ng th e succ e ss 
of compani e s i n th e Know le dg e Economy, i t shou l d not b e surpr i s i ng to le arn that 
trad i tiona l account i ng syst e ms ar e a l so d e f i c ie nt i n r e port i ng s i gn i ficant i nformat i on 
r ele vant to th e li abi li ty s i d e of th e ba l anc e 6 h ee t. — Trad i t i ona l f i nanc i a l stat e m e nts 
footnot e or i n som e cas e6 i gnor e l arg e pot e nt i a l li ab ili t ie s i nc l ud i ng: 1 0 66 from li t i gat i on, 
e nv i ronm e nta l c le an - up costs and shortfa ll s on le as i ng r e v e nu e s. — Th e abs e nc e of 
rout i n e r e port i ng on th e s e r i sks do e s not a l t e r th e fact that th e y hav e a mat e r i a l , 
n e gat i v e i mpact on th e va l u e of th e company that has th e s e risks. — R e c e nt stud ie s 
comp le t e d at Oxford Un i v e r si ty hav e conf i rm e d that "off ba l anc e s h ee t r i sk" has a 
n e gat i v e i mpact on mark e t va l u e for f i rms that hav e th e s e r i sks. 

Th i6 n e gat i v e i mpact of th e s e r i sks on mark e t va l u e can b e s ub s tant i a l . A r e c e nt l y 
comp le t e d study found that e xposur e to futur e , un - book e d l iab ili t ie s for e nv i ronm e nta l 
c le anup r e duc e d shar e pr i c e by an av e rag e of 16% for ele ctric ut ili t ie s targ e t e d by th e 
C le an A i r Act Am e ndm e nts of 1990. I t i s worth noting that 3 6 mor e i nformat i on b e cam e 
pub li c r e gard i ng th e actua l cost of th e e nv i ronm e nta l cl e anup and po ll ut i on abat e m e nt 
th e r e duct i on i n shar e pr i c e mod e rat e d. A transpar e nt ana l ys i s of th e li ab ili ty assoc i at e d 
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w i th th e e nv i ronmenta l cl e anup wou l d hav e g i v e n th e mark e t th e i nformation r e qu i r e d to 
mor e rap i d l y r e ach th e prop e r conc l us i on r e gard i ng th e impact of th e s e n e w 00 6 ts. 

I n add i t i on to r i cks from i ntang i b le ass e t impa i rm e nt and unr e cogniz e d l iab ili t ie s, 
compan ies fac e oth e r r i sks that ar e mor e r e ad il y ana l yz e d. Th e s e r i sks ar e shown i n 
Tabl e 1. 

Tab le 1 

R i6 k 6 that ar e typ i ca ll y ana l yz e d 

1 . For ei gn e xchang e r i sk; 

2. I nt e r e st rat e r i sk; 

3. Portfol i o r i ck; 

A. Cr e d i t r i sk; and 

5. Commodity pr i c e-riekj- 

Th e s e r i sks ar e usua ll y analyz e d us i ng a standard i z e d r is k ana l ysis product 6 uch a s 
Dun and Brad 6 tr ee t's R i sk Ass e ssm e nt Manag e r™ for cr e d i t r i sk and Barra's Cosmos™ 
Systom for portfo li o r i ck. — Tho analyc e s of tho risks l ist e d i n Tab l o 1 ar e g e n e ra ll y 
comp le t e d in iso l at i on so th ei r i mpact on th e ov e ra ll f i rm i s not c le ar and opportun i t ie s 
for natura l "s el f h e dg i ng" ar e n't appar e nt. 

Anoth e r prob le m assoc i at e d w i th d e ve l op i ng r i sk programs for i so l at e d ass e ts i s that 
th e y havo generated covoro l osses for f i rms that d i dn't fu l ly ^ndorctand th e potont i a l 
li ab ili ty th ei r "risk r e duct i on programs" w e r e cr e at i ng, — On e of th e most common 
m e chan i sms for m i n i m i z i ng tho r i 6k 6 shown i n Tabl e 1 is to h e dg e th e e xposur e us i ng a 
d e r i vative or opt i on to " l ock i n" th e max i mum amount of e xposur e th e f i rm i s fac e d w i th 
ov e r a g i ven t i mo por i od. — I n 6 om e cas e s, wh e n th e risk factors mov e d i n a d i r e ct i on 
oppos i t e to th e d i r e ct i on b ei ng h e dg e d ( i . e . i nt e r e st rat e s dropp e d wh e n th e y w e r e 
e xp e ct e d to i ncr e ase) the firm h e dg i ng i t s risk e xp e r ie nc e a far gr e at e r l oss than any 
l oss e v e r e nv i s i on e d und e r th e worst caso ana l ys i s of th ei r r i sk e xposur e . 

Un e xp e ct e d l oss e s ar e n't th e b i ggost shortcom i ng of trad i t i ona l r i sk manag e m e nt 
syst e ms. — B e caus e trad i t i ona l risk manag e m e nt syst e ms ar e dr i v e n by a stat i st i ca l 
ana l ys i s of pr i or h i story, th e y ar e g e nora ll y l im i t e d to d e a li ng w i th e v e nts that vary w i th i n 
param e t e rs that hav e already b ee n e xp e r ie nc e d. — Th e prob le m w i th th i s is that most 
l arg e l oss e s ar e cau se d by ev e nts that fa ll outsid e th e bounds of normal e xp e r ie nc e ( i . e . 
hundr e d y e ar f l oods and onc e i n a li fetimo ovontc). 

I t i s a l so worth not i ng that th e li m i tat i ons of th e g e n e ra l le dg e r account i ng syst e ms 
discuss e d pr e v i ous l y ( l ack of informat i on about i ntang i bl e ass e ts and off ba l anc e sh ee t 
r i6 k) a l so e xt e nd to tho r i ck ana l yses that ar e compl e t e d ba se d l arg el y on th e 
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informat i on prov i d e d by g e n e ra l le dg e r sy s t e ms. Th e s e sam e li m i tat i ons a l so e xt e nd to 
th e a ll known e fforts to ana l yz e and/or si mulat e th e i mpact of chang e s i n th e bus i n e ss 
on f i nanc i a l p e rformanc e and r i sk. Put s i mp l y — i t i s i mposs i b le to ana l yz e th e i mpact on 
r i sk w i th no prior i nformation. Th e lack of deta ile d i nformation on intang i bl e ass e ts and 
th ei r i mpact on risk has a l so li m i t e d s i mu l at i on products such as th e Dynam i c F i nanc i a l 
Analysis (DFA) and th e Sma ll Bus i n e ss F i nanc i a l Manag e r to proj e ct i ng th e i mpact of 
chang e s i n r e v e nu e , e xp e ns e or balanc e sh ee t i t e ms (tang i b le as se t s and financ i a l 
l i ab ili t ie s) on financia l p e rformanc e . G i v e n th e growing i mportanc e of i ntang i b le ass e ts 
to f i nanc i a l p e rformanc e and r i sk, th e ut ili ty of th e se s yst e ms i s v e ry li m i t e d. I n a si m il ar 
mann e r th e l ack of quant i tat i v e i nformat i on on th e impact of i ntang i b le s on f i nanc i a l 
p e rformanc e has li m i t e d th e us e fulness of s i mu l ation products such as Tango that 
i ncorporat e g e n e r i c i nformat i on r e gard i ng i ntang i b le s. 

Th e comp le xity and r el at i v el y h i gh cost of obta i n i ng p e opl e that und e r s tand how to 
u se th e trad i t i ona l r i6 k ana l ys is syst e ms has g e n e ra ll y l im i t e d th e ana l y 6i6 and act i v e 
manag e m e nt of r i ck to l arg e r compan ie s. Th i s i s ironic b e caus e l arg e compan ies ar e 
th e on e s that ar e i n th e b e st pos i t i on to absorb th e r is ks that ar e b e ing manag e d wh ile 
sma lle r compan i es that don't hav e th e r e sourc e s to s urv i v e a l arg e l oss ar e le ft e v e n 
moro vulnorabl o by the i r i nab ili ty to oxam i no the i r r i sks i n d e ta il . C l ear l y, an automat e d 
syst e m for d e v el op i ng compr e h e ns i v e r i sk manag e m e nt programs for compan ie s of a ll 
6i z e s would b e b e n e f i c i a l . 

How e v e r, e v e n wh e n compr e h e ns i v e r i sk analys e s ar e ava il ab le th e num e rous 
cov e rag e r e str i ct i ons, g e n e ra l lack of pr e c i s i on i n th e po li c ie s and th e h i gh cost of 
trad i t i onal i nsuranc e dissuad e many from obtain i ng th e cov e rag e that could, i n som e 
cas e s, sav e th ei r compan ie s from financ i a l ru i n. Th e mu l t i-l in e , mu l t i- p e r i od i nsuranc e 
po li c ie s som e f i rms ar e s elli ng on l y part i a ll y a lle v i at e th e s e prob le ms. At th e sam e t i m e , 
th e l ack of pr e cis i on i n th e risks b ei ng cov e r e d i6 und e rstandabl e i n so far as th e 
i nsur e rs hav e on l y v e ry li m i ted informat i on about th e actua l risks b ei ng fac e d by th e 
compan i oc th e y ar e i nsur i ng. — A syst e m that prov i d e d th e i n s ur e rs w i th cont i nuou s , 
dota il od i nformation rogard i ng tho r i ckc facod by tho i r c lie nts wou l d cl e ar l y ho l p a lle v i at e 
th i s prob l em. 

Anoth e r barri e r to e ff e ctiv e us e of i nsuranc e and risk r e duct i on products lik e 
d e r i vat i ves i6 th e tim e r e qu i r e d to ana l yze and purchas e th e m. I n som e cas e s th e n ee d 
a r i s e s and d i sapp e ars b e for e th e trad i t i ona l syst e ms and l abor int e ns i vo r e v ie w syst e ms 
can r e spond. I f tho r i sk do e s not mat e r i a li z e , th e n e v e ryth i ng is f i n e . I f i t do e s, th e n th e 
company may go out of bus i n es s b e for e i t fac e s th e n e xt risk. I n e ith e r e v e nt, th e l arg e 
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amount of t i m e r e qu i r e d to obta i n th e s e produots l e av e s many compan ie s e xpos e d to 
risks that th e y could e a sil y avo i d i f a mor e automat e d syst e m wa s ava il ab le . 

Th e und e r l y i ng caus e of a l l th e s e prob le ms is that i nsuranc e and most f i nanc i a l 
s e rvic e s ar e d eli v e r e d i n a mann e r that i s s i m il ar to th e U.S. manufacturing s e ctor 
tw e nty f i ve y e ars ago wh e n obta i n i ng th e r i ght product r e qu i r e d an army of p e op le to s i ft 
through a var ie ty of quot e s, p l ac e an ord e r and th e n mon i tor th e ord e rs to mak e sur e 
what was ord e r e d actua ll y arr i v e d on tim e . Th e manufactur i ng and r e ta il s e ctors hav e 
r e p l ac e d th e ir o l d, l abor i nt e ns i v e syst e ms w i th e l e ctronic supp l y cha i n syst e ms that 
t i ghtly li nk th e m w i th th ei r supp lie rs. Us i ng th e s e syst e ms, supp lie r s prov i d e th e sp e c i f i c 
products and s e rv i ces that ar e r e qu i r e d for smooth op e rat i on "just -i n - t i m e ". A sim il ar 
s yst e m that wou l d e nab l e financ i a l sorv i c e firms to provid e f i nanc i a l "products" li k e 
i n s uranc e , for ei gn exchang e , cap i ta l and cr e d i t ta il or e d to th e s p e c i fic s i tuat i on on a 
"just i n t i m e " wou l d c le ar l y b e b e n e f i c i al. — Th e s yst e m cou l d a l so work i n r e a l t i m e 
prov i ding 

On e of th e b i gg e st probl e ms w i th achi e v i ng th i s goa l ha 6 b ee n that th e r e has b ee n no 
agr ee d upon m e thod for ana l yz i ng r i sk, li qu i dity and for ei gn e xchang e r e qu i r e m e nts and 
for commun i cat i ng that i nformat i on to f i nanc i a l s e rv i c e f i rm 6 . I t i6 worth not i ng at th i s 
po i nt that wh ile XML i s w i de l y tout e d as a panac e a for i nt e r - f i rm commun i cat i on i t i s on l y 
u se fu l i n e stabl i sh i ng th e languag e for th e communication — not th e sub s tanc e of what i6 
b ei ng commun i cated. — To satisfy a ll th e pot e ntia l prov i d e rs of financia l s e rv i c e s, th e 
substanc e of th e communicat i on r e gard i ng r i sk, li qu i d i ty and for ei gn e xchang e 
r e qu i r e ments wou l d hav e to ov e rcom e th e l im i tat i ons of trad i t i ona l syst e ms that: 

1) I gnor e i ntang i b le ass e ts; 

2) I gnor e r e a l options; 

3) Ana l yz e i nd i v i dua l ass e ts i n i so l at i on, and 

4) I gnor e or footnot e conting e nt li ab i l i t ie s and oth e r off ba l anc e 6 h ee t r is k; 

I n l i ght of th e pr e c e d i ng d i scussion, i t i s c le ar that i t wou l d b e d e s i rab le to hav e an 
automat e d, r e al t i m e syst e m that cou l d quant i fy and commun i cat e i nformation to 
financial corv i co providors rogarding tho fu ll spoctrum of r i ck transf e r (and li quidity) 
n ee ds for an e nt e rpr i s e i n a way that that was support e d by a d e ta ile d, r i gorous 
e va l uat i on of a l l th e e l e m e nts of th e e nt e rpr i s e that cr e at e bus i n e ss va l u e and bus i n e ss 
r i sk. I d e a ll y, th i s sy s t e m wou l d b e a ll ow f i nanc i a l s e rv i c e firms to prov i d e "just i n t i m e " 
and/or r e a l t i m e financ i a l products and s e rvic e s i n a mann e r that i 6 customiz e d to th e 
e xact n ee d 6 of th e e nt e rpr i s e us i ng th e systom. 
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Please change the first two pages of the Summary of the Invention on pages 7 
through 9 to read as shown below. 



Change to: 

I t is a g e n e ra l obj e ct of th e pr e s e nt i nv e nt i on to prov i d e a nov el and us e fu l 

syst e m for on -l in e r i sk transf e r that ov e rcom es th e l imitat i ons and drawbacks of th e 
e x i st i ng art that wer e d e scr i bed pr e vious l v. lt is a general object of the present invention 
to identify and measure the value and risk associated with tangible elements of value, 
intangible elements of value and external factors and using said measurements to 
support the optimization of financial performance and risk transfer. 

A preferable object to which the present invention is applied is ft*Uy-quantifying 
and then satisfying the risk reduction needs for a commercial business. Comprehensive 
quantification of enterprise requirements is enabled by: 

1) Systematically analyzing and valuing contingent liabilities using real option 
algorithms as required to ensure that the most current information regarding the 
magnitude of potential liabilities is included in all analyses; 

2) Developing an improved understanding of the variability and risk associated with all 
elements of enterprise value - tangible and intangible; 

3) Incorporating insights from the analyses of performance by asset management 
systems (i.e. Customer Relationship Management, Supply Chain Management, 
Brand Management, etc.) and the analyses of risk by asset risk management 
systems (credit risk, currency risk, etc.) for individual assets; 

4) Integrating or fusing the information from the first three items as required to develop 
a comp le t e , thr ee hundr e d s i xty d e gr ee (360°) view of the risk and opportunities 
faced by the company; 

5) Clearly identifying the liquidity and foreign exchange position of the enterprise; and 

6) Developing the optimal risk reduction program for the company within the constraints 
specified by the user. 



Serial No. 09/688,983 



-7- 



Examiner. Harish T. Dass 
Art Unit: 3628 




The system of the present invention also calculates and displays an optimal value 
enhancement program for the commercial enterprise using the system. Because 
information on liquidity and foreign exchange needs is developed and transmitted along 
with the risk information, the system of the present invention is also capable of 
functioning as an automated, on-line liquidity transfer system, alone or in combination 
with the risk transfer system. 

Th e i nformat i on for e ach e nt e rpr i s e us i ng th e sy s t e m i s cont i nuous l y commun i cat e d i n 
s ummary format to th e c e ntra l e xchango (such as an i n s uranc e company or bank) that 
a nalyz e s th e i nformat i on for al l e nt e rpris e s to: 

1) Arrang e swaps of r i sk, betw e en ont e rpr i s e s w i th comp le m e ntary, offs e tt i ng n e eds 
for a f ee ; and/or 

2) Arrang e for i nsuranc e for a l arg e r f ee as requ i r e d to m ee t th e n ee ds of e ach 
e nt e rpr i s e us i ng th e syctom and th e profit goa l s (and r e s e rv e r e qu i r e m e nts) of th e 
f i rm op e rating th e centra l e xchang e . 

To prov i d e th e most se cur e syst e m for transf e rr i ng risk, th e syst e m of th e pr e s e nt 
i nv e nt i on go e s on to ana l yz e th e informat i on provid e d by e ach e nt e rpr i s e and th e f i rm 
op e rat i ng th e centra l e xchang e (h e r ei naft e r, th e c e ntra l e xchang e op e rator) to 
d e t e rm i n e if standby cr e d i t li n e s and/or r e-i nsuranc e ar e r e qu i r e d. — I f ei th e r of th e s e 
"back up" fac ili t i es for cap i ta l ar e requ i r e d, thon th e appropriat e amount of standby 
cr e dit and/or r ei nsuranc e i s d e termin e d by th e syst e m of th e pr e s e nt i nvention. 
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On page 12, please change the first paragraph to read as shown below. 




Change to: 



The innovative system has the added benefit of providing a large amount of detailed 
information to the enterprise and central exchange users concerning both tangible and 
intangible elements of value. Because intangible elements are by definition not tangible, 
they can not be measured directly. They must instead be measured by the impact they 
have on their surrounding environment. There are analogies in the physical world. For 
example, electricity is an "intangible" that is measured by the impact it has on the 
surrounding environment. Specifically, the strength of the magnetic field generated by 
the flow of electricity through a conductor is used to determine the amount of electricity 
that is being consumed. The system of the present invention measures intangible 
elements of value by identifying the attributes that, like the magnetic field, reflect the 
strength of the element in driving -components of value (revenue, expense and change 
in capital }), real options and the market prices for company equity and are easy to 
measure. Once the attributes related to the str e ngth impact of each element are fS 
identified, they can be summarized into a single expression (a composite variable or 
vector). The vectors for all elements are then evaluated using a series of models to \ n 
determine th ei r the relative contribution of each element t o driving ea ch of the 
components of value r and market value. The system of the present invention then 
calculates the product of the relative contr i but i on and th e for e cast l ong e v i ty of e ach 
e l e m e nt to d e t e rm i n e element contributions and the r e lat i v e contr i bution to e ach value of 
the components of value . Th e contribut i ons to e ach compon e nt of va l u e ar e th e n add e d 
tog e th e r , real options and market value to determine the vafae net value impact of each j 
element (see Table 5). 
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On page 13, please change the first paragraph to read as shown below. 

Change to: — 

These and other objects, features and advantages of the present invention will be more 
readily apparent from the following description of th e pr e f e rr e d one embodiment of the 



invention in which: 




On page 13 please delete the descriptions of FIG. 9 and FIG. 10 and change the 
description of FIG. 8 to read as shown below. 




FIG. 8 is a block diagram showing the sequence of steps in the present invention used 
in communicating the summary information, printing reports, and receiving information 
concerning swaps and coverage from th e o e ntra lan exchanges or other risk transfer 
provider (600). 

F I G. 9 i s a b l ock d i agram show i ng th e s e qu e nc e i n s t e ps in th e pr e s e nt i nv e nt i on us e d 
i n op e rat i ng th e c e ntra l e xchang e for risk transf e r; 

F I G. 10 i s a d i agram show i ng th e f ile s or tab le s i n th e e xchang e databas e (51) of th e 
pr e s e nt i nv e ntion that ar e ut ili z e d for data s torag e and r e tr ie va l dur i ng th e proc e s si ng i n 
th e i nnovat i v e r i sk transf e r syst e m. 
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On page 15, please change the first 3 pages of the detailed description to read as 
shown below. 




Change to: 



DETAILED DESCRIPTION OF THE PREFERRED ONE EMBODIMENT 

FIG.1 provides an overview of the processing completed by the innovative 
system for value and risk transf e r. management. I n accordanc e w i th th e pr e s e nt 
i nv e nt i on, an automat e d method of and syst e m (100) for r i sk transf e r i s provid e d. 
Processing starts in this system (100) with the specification of system settings and the 
initialization and activation of software data "bots" (200) that extract, aggregate, 
manipulate and store the data and user (20) input required for completing system 
processing. This information is extracted via a network (45) from: a basic financial 
system database (5), an operation management system database (10), a web site 
transaction log database (12), a human resource information system database (15), a 
risk management system database (17), an external database (25), an advanced 
financial system database (30), a soft asset management system database (35), a 
supply chain system database (37) and the internet (40). These information extractions 
and aggregations may be influenced by a user (20) through interaction with a user- 
interface portion of the application software (700) that mediates the display, 
transmission and receipt of all information to and from browser software (800) such as 
the Microsoft Internet Explorer in an access device (90) such as a phone or personal 
computer that the user (20) interacts with. I n a si mi l ar mann e r, an e xchang e op e rator 
(21) has th e ab ili ty to i nf l u e nc e th e op e ration of th e e xchang e port i on of th e app li cat i on 
softwar e (600) us i ng brows e r softwar e (800) such as th e Microsoft I nt e rn e t Exp l or e r i n 
th e access d e v i co (90) to i nt e ract with th e us e r int e rfac e port i on of th e appl i cat i on 
softwar e (700). While only one database of each type (5, 10, 12, 15, 17, 25, 30, 35 and 
37) is shown in FIG. 1 , it is to be understood that the system (100) can extract data from 
multiple databases of each type via the network (45). It also to be understood that the 
user (20) and the exchange operator (21) can operate separate access devices (90). 



management system for each element of value being analyzed. Automating the 
extraction and analysis of data from each soft asset management system ensures that 
each soft asset is considered within the overall financial models for the enterprise. It 




lOne embodiment of the present invention contains a soft asset 
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should also be understood that it is possible to complete a bulk extraction of data from 
each database (5, 10, 12, 15, 17, 25, 30, 35 and 37) via the network (45) using data 
extraction applications such as Data Transformation Services from Microsoft or Aclue 
from Decisionism before initializing the data bots. The data extracted in bulk could be 
stored in a single datamart or data warehouse where the data bots could operate on the 
aggregated data. 

All extracted information is stored in a file or table (hereinafter, table) within an 
application database (50) as shown in FIG. 2 or an exchange database (51) as shown in 
FIG. 10. The application database (50) contains tables for storing user input, extracted 
information and system calculations including a system settings table (140), a metadata 
mapping table (141), a conversion rules table (142), a basic financial system table (143), 
an operation system table (144), a human resource system table (145), an external 
database table (146), an advanced finance system table (147), a soft asset system table 
(148), a bot date table (149), a keyword table (150), a classified text table (151), a 
geospatial measures table (152), a composite variables table (153), an industry ranking 
table (154), an element of value definition table (155), a component of value definition 
table (156), a cluster ID table (157), an element variables table (158), a vector table 
(159), a bot table (160), a cash flow table (161), a real option value table (162), an 
enterprise vector table (163), a report table (164), an risk reduction purchase table 
(165), an enterprise sentiment table (166), a value driver change table (167), a 
simulation table (168), a sentiment factors table (169), an statistics table (170), a 
scenarios table (171), a web log data table (172), a risk reduction products table (173), a 
supply chain system table (174), an optimal mix table (175), a risk system table (176), 
an xml summary table (177), a generic risk table (178) and a risk reduction activity table 
(179). The application database (50) can optionally exist as a datamart, data 
warehouse or departmental warehouse. The system of the present invention has the 
ability to accept and store supplemental or primary data directly from user input, a data 
warehouse or other electronic files in addition to receiving data from the databases 
described previously. The system of the present invention also has the ability to 
complete the necessary calculations without receiving data from one or more of the 
specified databases. However, in th e pr e f e rr e d one embodiment all required information 
is obtained from the specified data sources (5, 10, 12, 15, 17, 25, 30, 35, 37 and 40). 

Th e e xchang e d a tabas e (51) conta i n s tab le s for stor i ng us e r i nput, e xtract e d 
i nformat i on and 6 ystem ca l cu l ations i nc l ud i ng an xml prof ile tab le (180), an e xchange 
bot dato tab l o (181), a cuctomor tabl e (182), a r i ck products tab l e (183), a swaps tab l o 
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(184), a custom e r profi le tab le (185), an e xchang e payout history tabl e (186), an 
e xchang e g e n e r i c risk tab le (187), a li abi li ty sc e nar i o tab le (188), an ass e t po si t i on tab le 
(18 9 ), an e xt e rna l e xchang e databas e tab le (190), an ass e t for e casts tabl e (191), an 
ass e t corr el at i on tab le (192), an ass e t sc e nar i o tab le (193), an e xchang e s i mulations 
tab le (194), a cont i ng e nt cap i ta l tab le (1 9 5), an opt i ma l e xchang e m i x tab le (196) and an 
e xchang e pr e m i um h i story tab le (157). Th e e xchang e databas e (51) can opt i ona ll y e x i st 
as a datamart, data war e hous e or d e partm e nta l war e hous e . 

As shown in FIG. 3, th e pr e f e rred one embodiment of the present invention is a 
computer system (100) illustratively comprised of a user-interface personal computer 
(110) connected to an application-server personal computer (120) via a network (45). 
The application server personal computer (120) is in turn connected via the network (45) 
to a database-server personal computer (130). Th e databas e-se rv e r p e rsonal comput e r 
(130) i s a l so connect e d to th e e xchang e s e rv e r p e r s ona l comput e r (140). The user 
interface personal computer (110) is also connected via the network (45) to an internet 
browser appliance (90) that contains browser software (800) such as Microsoft Internet 
Explorer or Netscape Navigator. 

Th e e xchang e s e rv e r p e rsona l comput e r (1 4 0) has a r e ad/wr i t e random acc e ss 
m e mory (141), a hard dr i vo (142) for storage of tho exchang e databas e (51), a 
keyboard (143), a communicat i ons bus (144), a d i sp l ay (145), a mouse (146), a CPU 
(147) and a pr i nt e r (148). 
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_ On pages 20, please change the last two paragraphs to read as shown below. 

In th e pr e f e rred one embodiment, the revenue, expense and capital requirement 
forecasts for the current operation, the real options and the contingent liabilities are 
obtained from an advanced financial planning system database (30) derived from an 
advanced financial planning system similar to the one disclosed in U.S. Patent 
5,615,109. The extracted revenue, expense and capital requirement forecasts are used 
to calculate a cash flow for each period covered by the forecast for the enterprise by 
subtracting the expense and change in capital for each period from the revenue for each 
period. A steady state forecast for future periods is calculated after determining the 
steady state growth rate that best fits the calculated cash flow for the forecast time 
period. The steady state growth rate is used to calculate an extended cash flow 
forecast. The extended cash flow forecast is used to determine the Competitive 
Advantage Period (CAP) implicit in the enterprise market value. 

While it is possible to use analysis bots to sub-divide each of the components of 
current operation value into a number of sub-components for analysis, th e pr e f e rr e d one 
embodiment has a pre-determined number of sub-components for each component of 
value for the enterprise. The revenue value is not subdivided. In th e pr e f e rr e d one 
embodiment, the expense value is subdivided into five sub-components: the cost of raw 
materials, the cost of manufacture or delivery of service, the cost of selling, the cost of 
support and the cost of administration. The capital value is subdivided into six sub- 
components: cash, non-cash financial assets, production equipment, other assets (non 
financial, non production assets), financial liabilities and equity. The production 
equipment and equity sub-components are not used directly in evaluating the elements 
of value. 
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Please change the Output section on pages 88 through 90 to read as shown below. 
Change to: 

The software in block 504 assembles the previously developed summaries of cash 
position, foreign exchange requirements, risks, scenarios and statistics into a xml 
summary profile of the enterprise. This summary profile is transferred via the network 
(45) to aan exchange or other risk transfer provider (600). softwar e b l ock 604 to s tart 
th e proc es s i ng i n b l ock 600. Th e softwar e i n b l ock 600 r e v ie ws th e e nt e rpri se prof ile 
and d e v el ops a r e comm e nd e d li st of products and/or swap s that th e e nt e rpr i s e 6 hou l d 
purchas e to r e duc e r i sk. — Th e r e comm e nd e d li st of product s and/or s wap 6 is th e n 
transm i tt e d by a softwar e b l ock 616 v i a a n e twork ( 4 5) to a softwar e b l ock 51 4 . 

Aft e r th e softwar e i n b l ock 504 transm i ts th e s ummary prof ile , proc es s i ng advanc e s to 
a softwar e b l ock 507. Th e softwar e in b l ock 507 ch e ck s th e s ummary prof ile to 6ee i f 
th e r e ar e any n e w l o s s e s i n th e prof ile . — I f th e r e ar e n e w l oss e s, th e n th e i nformat i on 
r e gard i ng th e l oss e s i s transm i tt e d v i a a n e twork (45) to a softwar e b l ock 618. Aft e r th e 
s oftwar e i n b l ock 618 analyz e s th e 

The software in block 514 analyzes the risk reduction products and swaps tran s m i tt e d 
fey-th erecom mended bv an exchange or other risk transfer provider (600) to determine 
the percentage reduction in financial performance volatility that their purchase will 
produce for the enterprise. If the previously completed sentiment analysis indicated that 
financial performance volatility was a driver of market value, then the software in block 
514 will retrieve the required information from the sentiment factors table (169) and 
estimate the value increase that will be produced by the decreased volatility. The 
software in block 514 also confirms that the products and/or swaps recommended by 
the exchange or other risk transfer provider (600) can be purchased using available 
cash for a total expenditure, counting both prior purchases and planned purchases, that 
is less than or equal to the maximum investment amount established by the user (20) in 
system settings table (140). If the planned purchases are within the guidelines 
established by the user (20), then the software generates a purchase order for the 
additional risk reduction products and/or swaps. Alternatively, if there isn't available 
cash or if the planned purchase exceeds the expenditure guideline established by the 
user (20), then a message indicating the problem(s) is prepared. In any event, the 
software in block 514 displays the resulting message or purchase order to the user (20) 
via the purchase review data window (711). The purchase review data window (711) 
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also displays the estimate of value increase, if any, that the implementation of the risk 
reduction program will provide. The user (20) can optionally edit or confirm the purchase 
order, increase the amount that can be spent on risk reduction or chose to purchase a 
mix that is not the optimal mix. After the user (20) completes his or her review and 
optional edit, the software in block 514 transmits any orders to purchase the risk 
reduction products that were approved via the network (45) to a s oftwar e b l ock 617 
wh i ch acc e pts th e ord e r transmits a conf i rmat i on . The software at this point could, of 
course, initialize one or more bots to search the various web sites and exchanges to get 
the best price for the company using the system of the present invention. In any event, 
the details of the purchase transaction and confirmation are then saved in the risk 
reduction purchase table (165) before processing advances to block 515. 
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On pages 88 through 98, please delete the Exchange section as shown below. 

EXC H ANGE 

Th e flow diagram i n F I G. 9 d e ta il s th e proc e ss i ng that i s compl e t e d by th e portion of 
th e app li cat i on softwar e (600) that ana l yz e s information from a numb e r of e nt e rpr i s e s 
and arrang e s for r is k "swaps" and/or th e sa le of r i sk r e duct i on product s to e ach 
e nt e rpr i s e at a pr i c e that m ee ts th e profit goa l6 and r ese rv e r e qu i r e m e nts of th e 
e xchang e . Th e d e scr i pt i on b el ow w ill fo ll ow th e proc e ss i ng and act i v i t ie s of th e syst e m 
of th e pr e s e nt i nv e nt i on wh e n on e n e w cu s tom e r profi le i s transm i tt e d to th e e xchang e . 

Sy 6 t e m proc e ssing i n this port i on of th e app li cat i on s oftwar e ( 4 00) b e g i ns i n a b l ock 
GQ2r. — Th e softwar e i n b l ock 602 ch e cks th e e xchang e bot dat e tab le (181) i n th e 
e xchang e databas e (51) and d e act i vat e s any data bot 6 with cr e ation dat e s b e for e th e 
curr e nt syst e m dat e . Th e softwar e i n b l ock 602 th e n r e tr ie v e s th e i nformat i on from th e 
xm l profi le tab le (180), th e custom e r tab le (182), th e r is k product s tab le (183), th e s wap s 
tab le (18 4 ), th e custom e r profi les tab le (185) th e g e n e r i c r i sk tab le (187), th e e xt e rna l 
e xchang e databas e tab le (1 9 0) and th e cont i ng e nt cap i ta l tab le (1 9 5) as r e qu i r e d to 
i nit i a li z e e xchang e data bots. 

Bot6 ar e i nd e p e nd e nt compon e nts of th e app li cat i on that hav e s p e c i f i c ta s ks to 
p e rform. I n th e cas e of e xchang e data bot s , th ei r pr i mary ta6k 6 ar e to: 

1 . Stor e th e l at e st v e rs i on of th e custom e r prof ile i n th e cu s tom e r prof ile tab le (1 82); 

2. Updat e th e e xt e rna l e xchang e databa se tab le (190) w i th i nformat i on r e quir e d to 
ana l yz e ass e t r e turns on e xist i ng and pot e nt i a l i nv es tm e nts; 

3. Updat e th e e xchang e g e n e r i c r i sk tab le (1 87); and 
A. Updat e th e cont i ng e nt capita l tab le (1 9 5). 

Ev e ry e xchang e data bot conta i n s th e i nformat i on 6 hown i n Tab le 53. 

Tabl e 53 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e ation) 

2. Cr e at i on dat e (dat e , hour, minut e , s e cond) 

3. Mapp i ng i nformat i on 
A. Storage l ocat i on 

5. Typ e : Custom e r, G e n e r i c r i sk, Cont i ng e nt Cap i ta l or Ext e rna l databa se 



Wh e n th e bots i n b l ock 604 hav e stor e d th e prof ile for th e custom e r transm i tt i ng data to 
th e exchang e i n th e cu s tom e r profi le s tab le (185), th e g e n e r i c r i sk i nformat i on i n th e 
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g e n e r i c r i sk tabl e (187), th e cont i ng e nt cap i ta l i nformation i n th e cont i ng e nt cap i ta l tab le 
(195) and th e e xt e rna l data r e qu i r e d for ass e t r e turn ana l ys is i n th e e xt e rna l e xchang e 
databas e tab le (1 9 0) i n th e e xchang e databas e (51), proc ess ing advanc e s to a s oftw a r e 
b l ock 605. 

Th e s oftwar e i n b l ock 605 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat e s 
any tran s f e r bots w i th cr e at i on dat e s b e for e th e curr e nt sy s t e m dat e for th e custom e r 
tran s m i tt i ng data to th e e xchang e . Th e softwar e i n b l ock 605 th e n r e tr ie v es th e 
i nformat i on from th e xm l prof ile tab le (180), th e custom e r tab le (182), th e r is k products 
tab le (183), th e swaps tab le (184) and th e custom e r prof ile tab le (185) as r e qu i r e d to 
i n i t i a li z e tran s f e r bots for th e e nt e rpr i s e transm i tt i ng a summary profi le to th e e xchang e . 

Bots ar e i nd e p e nd e nt compon e nts of th e app li cat i on that hav e s pec i f i c tasks to 
p e rform. I n th e cas e of transf e r bots, th e ir pr i mary t as k6 ar e to i d e nt i fy s waps, e x is t i ng 
product and n e w products that can b e mad e to sat i sfy th e r i sk transf e r n ee ds of th e 
e nt e rpr i s e transm i tt i ng data to th e e xchang e . — For e xamp le , i f on e e nt e rpr i s e has a 
s i gn i ficant r is k from o il pric e s dropp i ng (a h e at i ng o il company, for e xamp le ) a nd anoth e r 
e nt e rpr i s e fac e s a sign i f i cant r i sk wh e n o il pr i c e s r ise (a trucking company, for e xamp le ), 
th e n th e transf e r bot w i l l i d e nt i fy th e offs e tt i ng r i sk factors and r e cord a swap. I f th e r i6 k 
tran s f e r can b e comp le t e d by both an e x is t i ng r i sk tran s f e r product and a swap, th e n 
pr e f e r e nc e i6 g i v e n to th e swap. Ev e ry transf e r bot conta i ns th e i nformat i on shown i n 
Tab le 54. 

Tab le 5 4 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e c ond) 

3. Mapp i ng i nformat ion 

A. Storag e l ocat i on 

5. R i sk factor 

6. Typ e : Swap, Ex i st i ng product or N e w product 

7. Amount(s) 

8. Dat e ( s ) 

9. Cu s tom e r 1 (for swaps on l y) 

TTZ~tO 

9 + n. Cu s tom e r n (for swaps enty) 

Aft e r th e transf e r bot i d e nt i fi e s th e swaps, e x i st i ng products and n e w products that w ill 
sat i sfy th e n ee ds of th e e nt e rpr ise for r i sk transf e r th e r e su l ts ar e sav e d to th e e xchang e 
databas e (51). — I nformat i on on swaps i s sav e d on th e swaps tab le (184) and th e 
custom e r prof ile tab le (185) and i nformat i on on n e w products i s sav e d i n th e r i sk 
product s tab le (183) without a pr i c e . Th e pr i c e for n e w products w ill b e e stab li sh e d lat e r 
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i n th e proc e ssing. Aft e r data storag e i s comp le t e , proc e ss i ng advanc e s to a softwar e 
b l ock 600. 

Th e softwaro i n b l ock 609 chocks tho oxchang e bot dat e tab l e (181) and deact i vat e s 
any li ab ili ty sc e nar i o bots w i th cr e ation dat e s b e for e th e curr e nt syst e m dat e . Th e 
s oftwar e i n b l ock 605 th e n r e tr ie v e s th e i nformat i on from th e xm l profi le tab le (180), th e 
customer tab l e (182), tho rick products tab l o (183), th e swaps tablo (184), th e cuctomor 
prof il o tab l e (185), tho oxchango payout history tab le (186), tho gen e r i c risk tab le (187) 
and th e e xchang e pr e m i um h is tory tab le (196) as r e qu i r e d to i n i t i a li z e n e w li ab ili ty 
s c e nar i o bots. 

Bots are i nd e p e nd e nt compon e nts of th e app li cat i on that hav e sp e c i f i c tasks to 
p e rform. I n tho coco of li abi li ty sc e nar i o bots, th ei r pr i mary tasks ar e to cr e at e a s e r ie s 
of sc e nar i os e st i mating tho n e t payout (pr e m i ums m i nus payout ~ n e t payout) 
a ss oc i at e d th e r i sks transf e rr e d v i a swaps or i nsuranc e from a ll custom e rs. A 6 w i th th e 
pr i or ana l ys i s at th e e nt e rpr i s e le v e l, ther e ar e two typ e s of sc e nar i o s d e v el op e d at th i s 
6 tag e of proc e ss i ng, norma l sc e nar i os and e xtr e m e sc e nar i os. — Th e s c e nar i os ar e 
d e v el op e d by comb i n i ng th e i nformat i on and s tat i st i cs from summary prof ile s 
transm i tted by tho custom e rs of th e e xchang e w i th th e e xchang e payout h i story, th e 
e xchang e pr e m i um h i story and g e n e r i c r i sk i nformat i on. — Ev e ry li ab ili ty sc e nar i o bot 
act i vat e d i n th i s b l ock conta i ns th e i nformat i on shown i n Tab le 55. 

Tab le 55 

1. Un i quo ID numbor (bas e d on dat e , hour, m i nut e , s e cond of cr e ati on) 

2. Croation dato (dato, hour, m i nut e , second) 

3. Mapp i ng i nformat ion 

A. Storag e l ocat i on 

5. Typ e : Extr e m e or Norma l 

Aft e r th e li abi li ty sc e nar i o bot 6 ar e i n i t i a li z e d, th e y r e tr ie v e th e r e qu i r e d i nformat i on 
from tho xm l profi l o tabl e (180), tho customor tab le (182), the risk products tab lo (183), 
th e swaps tab le (184), th e custom e r prof ile tab le (185), th e e xchango payout h i story 
tabl e (186), the gonor i c r i sk tablo (187), tho ext e rnal exchang e databaco tab l o (190) and 
th e e xchang e pr e m i um h i story (196) b e for e g e n e rat i ng a s e ri e s of n e t payout sc e nar i os 
that ar e appropr i at e for th e typ e of ana l ysis b ei ng comp le t e d — e xtr e m e or norma l . Th e 
bot sav e s th e scenar i os i n th e li ab ili ty soonar i o tabl e (188) i n th e e xchang e databas e 
(51) and proc e ss i ng advanc e s to a block 610. 

Th e softwar e i n block 610 cont i nual l y compl e t e s ana l ys e s sim il ar to thos e comp le t e d 
by th e ana l ysis bots i n th e e nt e rpris e port i on of th e syst e m of th e pr e s e nt i nv e nt i on. Th e 
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softwar e i n this b l ock us e s th e pub li c l y ava il ab le i nformation stor e d i n th e e xt e rna l 
exchango database tab le (190) to comp l et e th e analysoc shown i n Tab l o 56 for e ach 
oqu i ty invostm e nt l iotod i n tho ass e t posit i on tab le (18 9 ) and doccr i b e d i n data obta i nod 
from th e e xt e rna l databas e (25). 

Tab le 56 

1. I d e nt i fy mark e t va l u e factors causing chang e s i n th e e qu i ty mark e t pr i c e ; 

2. For e cast th e va l u e of th e curr e nt op e rat i on for th e company as a funct i on of th e causa l 
factors i d e nt i f ie d in 1 and prior p e rformanc e using for e cast i ng m e thod for r e v e nu e , 
expense and cap i ta l chango s i m il ar to that do s cr i b e d i n r el atod U.S. Pat e nt 5,615,10 9 ; 

3. For e cast th e a ll ocation of i ndustry r e a l opt i ons to th e company on th e basis of r el at i v e 
cau s a l i ntang i b le e l e m e nt str e ngth us i ng for e ca s ting m e thod si m il ar to that d es cr i b e d i n 

re l at e d U.S. Pat e nt 5,615,10 9 ; and 

A. For e cast th e i ncom e (d i v i d e nds) prov i d e d by th e e qu i ty as a funct i on of th e causa l 
factors i d e nt i f ie d i n 1 and pr i or p e rforma nce 

Th e r e su l ts of th e f i rst thr ee for e casts ( i t e ms 2, 3 and A from Tab le 56) ar e sav e d i n 
th e ascot forecactc tab l o (191) i n tho oxchang e databaso (51) and th e mark e t va l u e 
factors ( i t e m 1 from Tab le 56) ar e sav e d w i th th e appropr i at e e qu i ty i n th e ass e t pos i t i on 
tabl e (18 9 ). Th e softwar e i n this b l ock us e s th e pub l ic l y ava i lab le informat i on stor e d i n 
th e e xt e rna l e xchang e databas e tab le (190) to comp le t e th e ana l y ses shown i n Tab le 56 
for e ach i ncom e g e n e rat i ng i nv es tm e nts ( i . e . bonds or r e a l es tat e ) li st e d i n th e ass e t 
pos i t i on tab le (18 9 ) and d e scr i b e d in data obta i n e d from th e e xt e rna l databas e (25). 

Tablo 57 

1 . I d e nt i fy th e mark e t va l u e factors caus i ng chang e s i n th e mark e t pr i c e of th e i nv e stm enT 

2. For e cast th e i ncom e provid e d by th e i nv e stm e nt as a funct i on of th e cau s a l faetefs 
i d e nt i fi e d i n 1 and pr i or p e rformance 



Th e r e su l ts of th e for e cast ( i t e ms 2 from Tab le 57) ar e s av e d i n th e as se t for e casts 
tab le (191) i n th e e xchang e databas e (51) and th e mark e t va l u e factors ( i t e m 1 from 
Tab le 57) ar e 6 av e d w i th the appropr i ate i nv e stm e nt i n th e as se t po si t i on tab le (18 9 ). 
Th e softwar e i n b l ock 610 th e n ana l yzes th e covar i anc e b e tw ee n th e causa l factors for 
e ach of th e ass e ts to d e t e rm i ne th e covarianc e b e tw ee n th ese a 66e ts und e r both normal 
and e xtrem e cond i t i ons. — Th e r e su l ts of th e s e ana l y se s ar e th e n stor e d i n th e ass e t 
corr e lat i on tab le (1 9 2) b e for e proc e ssing advanc e s to a b l ock 611. 

Th e softwar e i n b l ock 611 checks th e e xchang e bot dat e tab le (181) and d e act i vat e s 
any ass e t sc e nar i o bote w i th cr e at i on dat e s , b e for e th e curr e nt syst e m dat e . — The 
software i n b l ock 610 th e n r e tri e v e s th e i nformat i on from th e ass e t pos i t i on tab le (18 9 ), 
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th e e xt e rna l e xchang e databas e tab le (190) and th e ass e t corr e lat i on tab le (1 9 2) as 
r e qu i r e d to i n i t i a li z e th e ass e t sc e nar i o bots. 

Bot 6 ar e i nd e p e nd e nt compon e nts of th e app li cation that hav e sp e c i fic tasks to 
p e rform. — I n th e cas e of ass e t sc e nar i o bot s , th ei r pr i mary task i6 to i d e nt i fy li k el y 
s c e nar i os for th e e vo l ut i on of th e causa l mark e t va l u e factor s . Th e ass e t sc e nar i o bots 
us e i nformat i on from th e e xt e rna l databas e s to obta i n for e ca s t s for i ndiv i dua l causa l 
factors b e for e using th e covar i anc e i nformation stor e d i n th e ass e t corr el at i on tab le 
(192) to d e v el op sc e nar i os for th e oth e r causa l factors und e r norma l and e xtr e m e 
cond i tions. Ev e ry sc e nar i o bot act i vat e d i n th i s b l ock conta i ns th e i nformat i on shown in 
Tab le 58. 

Tab l o 58 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, minut e , s e co nd) 

3. Mapp i ng i nformati on 

4. Storag e l ocat i on 

5. Typ e : Norma l or Extr e m e 



Aft e r th e ass e t sc e nar i o bots ar e i n i tia li z e d, th e y r e tri e v e th e r e qu i r e d i nformat i on and 
d e v el op a var ie ty of norma l and e xtr e m e s c e nar i os as d e scr i b e d pr e v i ous l y. Aft e r th e 
sc e nar i o bots comp le t e th ei r ca l culat i ons th e y sav e th e r es u l t i ng sc e nar i o s i n th e as se t 
sc e nar i o tab le (193) i n th e e xchang e databas e (51) and proc es s i ng advanc es to a b l ock 

Th e softwar e i n b l ock 612 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat e s 
any n e t cap i ta l sc e nar i o bots w i th cr e at i on dat e s b e for e th e curr e nt syst e m dat e . Th e 
softwar e i n b l ock 612 th e n r e tr ie v es th e i nformat i on from th e li ab ili ty sc e nar i o tabl e 
(183), and th e ass e t s c e nar i o tab le (1 9 3) 3 6 r e qu i r e d to i n i t i a li z e n e t cap i ta l sc e nar i os 

Bots ar e i nd e p e nd e nt compon e nts of th e app li cat i on that hav e s p e cif i c ta 6 k6 to 
p e rform. — I n th e cas e of n e t cap i ta l sc e nar i o bots, th ei r pr i mary task is to run four 
d i ff e r e nt typ e s of s i mu l at i on s for th e e xchang e . — Th e n e t cap i ta l sc e nar i o bots run 
si mu l at i ons of th e e xchang e f i nancia l p e rformanc e U6 i ng th e two typ e6 of s c e nar i o s 
g e n e rat e d by th e ass e t and li ab ili ty s c e nar i o bo,ts — normal and e xtr e m e . Th e n e t cap i ta l 
s c e nar i o bots a l so run an unconstra i n e d g e n e t i c a l gorithm s i mu l ation that e vo l v e s to th e 
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mo 6 t n e gat i v e sc e nar i o and s i mu l at i ons sp e c i f ie d by r e gu l atory ag e nci e s. — Ev e ry n e t 
cap i ta l s c e nar i o bot act i vat e d i n th i s b l ock conta i ns th e i nformat i on shown i n Tab le 59. 

Tab le 59 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e co nd) 

3. Mapp i ng i nformat ion 

4. Storag e l ocat i on 

5. Typ e : Norma l , Extr e m e , Gen e t i c A l gor i thm or Comp li anc e 



Aft e r th e n e t cap i ta l sc e nar i o bots ar e i n i t i a li z e d, th e y r e tr ie v e th e r e qu i r e d i nformat i on 
a nd s i mu l at e th e financ i a l p e rformanc e of th e e xchang e und e r th e d i ff e r e nt sc e nar i os. 
Aft e r th e n e t capita l sc e narios comp le t e th ei r ca l cu l at i ons, th e r e su l t i ng for e casts ar e 
6 av e d i n th e e xchang e s i mu l ations tab le (194) i n th e e xchang e databa se (51) and 
proc e ssing advances to a b l ock 613. 

Th e softwar e i n b l ock 613 chocks th e e xchango bot dat e tab le (181) and d e act i vat e s 
any ass e t opt i m i zat i on bots w i th cr e ation dat e s b e for e th e curr e nt syst e m dat e . Th e 
softwar e i n b l ock 613 th e n r e tr ie v e s th e i nformat i on from th e ass e t pos i t i on tab le (189), 
th e e xt e rna l e xchang e databas e tab le (1 9 0), th e as se t for e casts tab le (1 9 1), th e ass e t 
corr el at i on tab le (192), th e ass e t sc e nar i o tab le (193), th e e xchang e s i mulat i ons tab le 
(194) and th e as r e qu i r e d to i nit i al i z e ass e t optim i zat i on bots. 

Bots ar e i nd e p e nd e nt compon e nts of th e app li cat i on that h a v e sp e c i f i c ta 6 k6 to 
p e rform. I n th e cas e of ass e t opt i mizat i on bot 6 , th e ir pr i mary task i s to d e t e rm i n e th e 
opt i ma l mix of ass e ts and r i sk r e duct i on act i v i t ies (purcha se r ei n s uranc e and/or oth e r 
cont i ng e nt cap i ta l purchas e s, e tc.) for th e e xchang e und e r e ach sc e nar i o us i ng a li n e ar 
programm i ng opt i m i zat i on a l gor i thm that is constra i n e d by any li m i tat i on s i mpo se d by 
r e gu l atory r e quir e m e nts. — A mu l t i cr i t e r i a opt i m i zat i on i s a l so run at th i s stag e to 
d e t e rm i n e th e b e st mix for max i m i z i ng va l u e und e r both norma l and e xtr e m e sc e nar i os. 
Oth e r opt i m i zat i on a l gor i thms can b e U 6e d at th i s po i nt to ach ie v e th e sam e r e su l t. 
Ev e ry ass e t opt i m i zat i on bot act i vat e d i n this b l ock conta i n s th e i nformat i on shown i n 
Tab le 60. 
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Tab le 60 

1. Uniqu e I D numb e r (bas e d on dat e , hour, m i nut e , 6e oond of or e at i on) 

2. Cr e ation dat e (dat e , hour, m i nut e , 6e cond) 

3. Mapp i ng i nformat i on 

4 . Storag e l ocation 

5. Typ e : Normal, Extr e m e or Combin e d 



Aft e r th e ass e t opt i m i zat i on bote comp le t e th ei r ana l ys e s, th e r es ult i ng ass e t and 
cont i ng e nt capita l m i x for e ach s e t of sc e nar i os and th e comb i n e d analys i s i s sav e d i n 
th e opt i ma l e xchag e mix tab le (196) i n th e e xchang e databas e (51) and th e r e vis e d 
s i mulat i ons ar e sav e d i n th e e xchang e s i mu l at i ons tab le (194) b e for e proc e ss i ng pass e s 
to a softwar e b l ock 61 4 . 

Th e softwar e i n b l ock 61 4 pr e par e s and d i sp l ays th e opt i ma l m i x of ass e t purchas e s, 
a s s e t 6 a le s and cont i ng e nt cap i tal purchas e s for th e norma l , e xtr e m e and comb i n e d 
s c e nar i o analys i s us i ng th e opt i ma l m i x r e v ie w d is p l ay w i ndow (712). Th e opt i ma l mix 
for th e norma l and e xtr e m e sc e nar i os ar e d e t e rm i n e d by ca l culat i ng th e w ei ght e d 
av e rag e 6 um of th e d i ff e r e nt sc e nar i os wh e r e th e w ei ght i ng is d e t e rm i n e d by th e r el at i v e 
li k eli hood of th e sc e nar i o. — Th e d is p l ay i d e nt i f ie s th e opt i ma l m i x from th e comb i n e d 
ana l ys i s as th e r e comm e nd e d so l ut i on for e xchang e valu e max i m i zat i on. At th i s po i nt, 
th e e xchang e op e rator (21) i s g i v e n th e opt i on of: 

1) Ed i t i ng (add i ng or d ele ting products and act i vit ie s) from th e r e comm e nd e d s olut i on; 

2) S ele ct i ng th e opt i ma l m i x from th e norma l sc e nar i os; 

3) S ele ct i ng and th e n e d i t i ng th e opt i ma l mix from th e norma l s c e nar i os; 

4) S ele ct i ng th e opt i ma l m i x from th e e xtr e m e s c e nar i o s ; 

5) S ele ct i ng and th e n e d i t i ng th e opt i ma l m i x from th e e xtr e m e sc e nar i o s ; or 

6) L e av i ng th e d e fau l t choic e i n p l ac e . 

Aft e r th e e xchang e op e rator (21) has f i n is h e d th e r e v ie w and th e optiona l e d i t of th e 
sele ct e d m i x, any chang e s ar e 6 av e d i n th e opt i ma l e xchang e m i x tabl e (196) i n th e 
e xchang e databas e (51). — Th e n e w opt i m al m i x i s compar e d to th e e x i st i ng a6 6e t 
pos i t i on stor e d i n th e ass e t pos i t i on tabl e (18 9 ) and ord e rs ar e g e n e rat e d to purcha se 
ass e ts, s e l l ass e ts and/or purchas e cont i ng e nt cap i ta l 3 6 r e qu i r e d to br i ng th e curr e nt 
ass e t pos i t i on in li n e w i th th e n e w opt i ma l m i x. , Th e s e ord e rs ar e th e n transm i tt e d v i a a 
n e twork (45) to oth e r e xchang e s on th e int e rn e t. Wh e n th e ord e r confirmat i ons ar e 
r e c ei v e d, th e a 66e t pos i t i on tab le (189) i6 updat e d w i th tho n e w i nformat i on and 
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proc e ssing advances to a block 615. I t i s worth not i ng at th i s po i nt that th e proc e s si ng 
d e scr i b e d i n b l ocks 611, 612 and 614 cou l d a l so b e U 6e d to manag e an i nv e stm e nt 
portfo li o on a stand a l on e basis. 

Th e softwar e i n b l ock 615 pr e par e s and d i splay s th e propos e d pr i c es for th e r is k 
transf e r products and th e swap s that ar e b ei ng off e r e d to th e custom e r u s ing th e pr i c e 
r e vi e w d i sp l ay window (715). Th e lis t pr i c es from th e r i6 k product s tab le (183) ar e us e d 
for th e e x i st i ng r i sk products. Pric i ng for swap 6 ar e ca l cu l at e d by mark i ng up th e cost of 
th e swap by a standard amount. Th e softwar e i n b l ock 615 marks up th e ca l culat e d 
br e ak e v e n pr i c e for any n e w r i sk transf e r product s that w e r e i ntroduc e d by th e bot s i n 
b l ock 605. At this po i nt, th e e xchang e op e rator (21) i s g i v e n th e opt i on of: 

1) Ed i ting th e r e comm e nd e d pr i c e s for any and a ll of th e risk transf e rs — 6 waps, 
e x i st i ng products and n e w products; 

2) Acc e pt i ng th e r e comm e nd e d pr i c e s; or 

3) R e mov i ng som e of swaps and/or r i sk transf e r products from th e l ist. 

Aft e r th e e xchang e op e rator (21) comp le t e s th e r e v ie w, a ll pr i c e chang e s and th e pr i c e s 
for any n e w risk tran s f e r products ar e sav e d i n th e r i sk product s tab le (183) b e for e 
proc e ss i ng advanc e s to a b l ock 616. 

Th e s oftwar e i n b l ock 616 tran s m i ts th e i nformat i on r e gard i ng th e products, swaps 
and pr i c i ng that will b e us e d to transf e r th e r i sks i d e nt i f ie d i n th e in i t i a l xm l r i sk transf e r 
s ummary from th e custom e r to b l ock 514. — Th e transmiss i on to th e e nt e rpr i s e i s i n a 
summary xm l format that is sim i lar to th e on e i n i t i a ll y tran s m i tt e d to th e e xchang e by th e 
e nt e rpr i s e . 

As d e scr i b e d pr e v i ous l y, th e us e r (20) can r e j e ct, e d i t and/or acc e pt th e propos e d m i x 
of products and swaps conta i n e d in th e xm l r i sk transf e r summary v i a th e purcha se 
r e vi e w w i ndow (711). — Th e i nformat i on r e gard i ng th e d e ci si on s mad e r e gard i ng th e 
acc e pt e d risk transf e rs (swaps or purchas e s) i s commun i cat e d v i a a n e twork (45) by th e 
software i n block 514 to a software block 617. Tho software i n b l ock 617 acc e pts th e 
confirm e d ord e rs, updat e s th e i nformat i on i n th e r i sk product s tab le (183), th e 6 wap 6 
tab le (184), th e custom e r profil es tab le (185) and th e e xchang e pr e m i um h i story tab le 
(197) b e for e advanc i ng to a softwar e b l ock 618, 

Th e softwar e i n b l ock 618 acc e pts i nput from b l ock 507 r e gard i ng any n e w l os 666 that 
ar e conta i n e d i n th e prof ile s b ei ng transm i tt e d to th e e xchang e . Th e softwar e i n b l ock 
618 v e r i f ie s th e l oss i s for an insur e d r i sk, updat e s th e custom e r prof ile s tab le (185), 
updat e s th e e xchang e payout h i story tab le (186) and arrang e s for paym e nt of th e cla i m 
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i n a mann e r that i s w ell known. Aft e r th e proc es s i ng of claims is comp le t e d, e xchang e 
proc e ss i ng r e turns to b l ock 604 and th e proc e ss d e scr i b e d abov e i s r e p e atod. 

Thus, th e r e ad e r w ill s ee that th e syst e m and m e thod d e scr i b e d abov e transforms 
e xtract e d transact i on data, corporat e i nformat i on, i nformat i on from e xt e rna l databas e s 
and i nformat i on from th e i nt e rn e t i nto d e ta ile d va l uat i ons and r i sk analys e s for sp e cif i c 
ele m e nts of va l u e w i th i n th e e nt e rpr i s e and for th e e nt e rpris e as a who le . Th e syst e m 
and m e thod d e scr i b e d abov e go e s on to us e th e d e ta ile d va l uat i on and ri s k ana l ys i s 
i nformat i on to d e v el op and i mp le m e nt a compr e h e n si v e program of risk r e duct i on 
act i v i t ie s and risk transf e rs sp e c i f i ca ll y ta il or e d to th e e nt e rpris e us i ng th e sy s t e m. Th e 
le v e l of d e ta i l, br e adth and sp ee d of th e r is k ana l ys i s a ll ows U 6e re of th e s y s t e m to 
manag e th ei r r i sks i n an fash i on that i s s up e r i or to th e m e thod curr e ntly ava il ab le to 
u se rs of e x is t i ng r i sk analysis sy s t e ms and tradit i ona l i n s uranc e products. 

Because the xml profiles used in the system (100) provide a comprehensive picture of 
the financial status of th e compan ie s transf e rr i ng r i 6k through th e e xchang e, the system 
and method of the present invention can be used with essentially no modifications to 
provide an on-line transfer system for: 

1. Foreign exchange; 

2. Liquidity (aka credit); 

3. Any combination of foreign exchange, liquidity and risk. 

With relatively minor modifications the system of the present invention could be used to 
manage transfers of ownership rights alone or in combination with foreign exchange, 
liquidity and risk. 
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